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To the Honorable Members of the General Court and the Citizens of the Commonwealth:
Amid an uncertain national economy, a sluggish stock market and the high profile collapses of
several corporate conglomerates, the mission of monitoring the financial solvency of domestic
insurers becomes all the more critical to an insurance regulator. The Massachusetts Division of
Insurance is focused on ensuring that insurers remain financially viable so that they keep the
promise they make to policyholders: payment of claims when they are due.
Statutory financial examinations and scrutiny of insurers' certified financial statements are the
basis of regulating for solvency, but it doesn't end there. Regular dialogue with company
officers, key financial personnel and Boards of Directors is imperative. In this respect, the role
of the regulator is not only one in which she enforces compliance with insurance laws but also
acts as facilitator. A healthy marketplace is one that doesn't rest solely on the shoulders of
regulation, but sits on four solid foundations; efficient regulation, knowledgeable management,
engaged Boards of Directors and independent auditors. Each brings its own valuable
perspective, but is for naught if those perspectives are not shared regularly.
I invite you to review the dedicated work and accomplishments of the staff of the Division of
Insurance and welcome any questions or comments you may have.
Respectfully,

Division of Insurance
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Financial Surveillance &
Company Licensing
The Financial Surveillance section monitors the financial solvency of
domestic and foreign (domiciled in another state) insurance companies.
There are currently 1,376 insurance companies licensed or authorized to
transact insurance business in the Commonwealth. Included in this number
are life insurers, accident and health insurers, property & casualty insurers,
health maintenance organizations, fraternal benefit societies, title insurers,
surplus lines insurers and reinsurers. Financial Surveillance also monitors
transactions entered into by Massachusetts' domestic insurers.
In December 2002, the Division of Insurance approved a petition by The
Savings Bank Life Insurance Company of Massachusetts to exceed the
"safety fund" limit set forth in M.G.L. Chapter 175 section 141 by the
amount of the deferred tax asset due to a change in statutory accounting
principles that requires deferred taxes to be reported as an asset. In May
2003, the Division also approved such a petition by Massachusetts Mutual
Life Insurance Company.
The Company Licensing staff is responsible for the review and processing of
all applications from insurers seeking to obtain or amend licenses to transact
insurance business in the Commonwealth. During 2002, twenty-seven
insurers were newly licensed and eighteen others received approval to
amend their licenses to sell additional lines of insurance.
The Financial Surveillance & Company Licensing staff also processes
license certifications, analyzes annual statement filings and manages other
revenue collections that resulted in approximately $480,000 in collected
revenue in 2002.
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Financial Examination
The Financial Examination section plays a vital role in monitoring the
solvency of insuring organizations chartered in Massachusetts, principally
by conducting on-site audits of domestic licensees. In 2002, Massachusetts
was the domicile of fifty-seven property/casualty insurers, nineteen life,
accident and health insurers, two title insurance companies, ten health
maintenance organizations, two lodge fraternal organizations, three medical
service corporations, twenty-six workers' compensation self-insured groups,
a number of residual market pools, (e.g., FAIR Plan and Commonwealth
Automobile Reinsurers) and one hundred fifty fraternal benefit societies.
These licensed or approved insurers write a total of $55.4 billion in direct
premium worldwide.
The statutory requirement for the examination of most insurance companies
is every five years, two years for health maintenance organizations, three
years for self-insured workers' compensation groups, three years for medical
service corporations, (e.g., Blue Cross and Blue Shield of Massachusetts)
and three years for fraternal organizations. The examination schedule may
be accelerated if regulatory needs arise.
In 2002, the Financial Examination section completed examinations of
twenty-eight insuring organizations. The section continued its special
purpose examinations of domestic managed care organizations to evaluate
their premium rate setting processes. Examinations were also conducted of
twenty-five fraternal benefit societies. Thirty-three examinations were in
progress at year's end.
Insurers undergoing examination by Division staff are charged $220.00 per
day per examiner plus expenses. In fiscal year 2002, examination revenues
totaled $778,000. Massachusetts domiciled life insurers are assessed
annually for the actuarial valuation and certification of their reserves.
Assessments paid in 2002 for calendar year 2001 totaled $429,000. The
Division also collects state taxes on the excess and surplus lines business
written by special brokers licensed in Massachusetts. Collections in
calendar year 2002 totaled $18.3 million.
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FINANCIAL EXAMINATIONREPORTS ISSUED
AS OFDECEMBER 31, 2002
Type
Nationwide Massachusetts
Direct Premium Direct Premium Surplus
Blue Cross Blue Shield of Mass, Inc. H
BCBS of Mass., Inc. Premium Rating Target Exam H
Centre Life Insurance Company L
CIGNA HealthCare ofMA, Inc. H
CIGNA HealthCare of MA, Inc Premium Rating Target Exam H
ConnectiCare of Massachusetts, Inc. H
Health New England H
MA Healthcare Self-Insurance Group (ManagedComp) SIG
MA Care Self-Insurance Group (ManagedComp) SIG
MA Manufacturing Self-Insurance Group (ManagedComp) SIG
MA Trade Self-Insurance Group (ManagedComp) SIG
Massachusetts Title Insurance Company T
Manufacturers ofMA Compensation Group, Inc. (TPA) SIG
Independent Schools Compensation Group, Inc. (TPA) SIG
Graphic Arts Compensation Corporation (TPA) SIG
Commonwealth Transportation Compensation Group (TPA) SIG
Wholesale/Retail Suppliers Compensation Corp. (TPA) SIG
Automotive Industries Compensation Corp (TPA) SIG
Construction Industries Compensation Corp. (TPA) SIG
Neighborhood Health Plan, Inc. H
New England Title Insurance Company T
Paul Revere Life Insurance Co. LAH
Paul Revere Variable Annuity Ins. Co. LAH
Peoples Service Insurance Company P&C
Tufts Associated Health Plans H
Tufts Associated Health Plans Premium Rating Target Exam H
The Premier Insurance Co. ofMA P
Worcester Insurance Co. (Harleysville Group) P&C
Total
Legend:
F = Fraternal Benefit Association
LAH = Life, Accident & Health
P&C = Property/Casualty
H = Health Entity
O = Non Risk Bearing Insurance Entity
SIG = Self-Insured Group
T = Title Insurance Company
$2,759,329
59,242
160,333
1,972
164,341
4,989
1,482
4,999
1,103
1,889
3,390
1,014
1,387
1,960
875
723
293,256
918,581
47,290
22,723
766,154
227,939
146,234
$5,591,205
$2,759,329
2,726
160,333
1,972
164,341
4,989
1,482
4,999
1,103
1,889
3,390
1,014
1,387
1,960
875
723
293,256
31,340
1,592
22,723
740,372
227.939
64,884
$4,494,618
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FINANCIAL EXAMINA TIONS INPROGRESSAS OFDECEMBER 31, 2002
Jx/st ft si yt i < / ///>
DUl Maiiea txaminaiions i Ivpe uirtzLi i rt.m 1 1* fii IB i r£*s*t Prz>Mi hi miuirtcLi i i tm i u ni
Boston Mutual Life Insurance Company T A 14LAn O 1 OOjO'tZ J>Jj,ZJO ijo,yo4
Catholic Association of Foresters TTr Z,J01
uciiiai ocrvice oi iviassacnuseno, inc. un C 1 AA TOC,
Employers Fire Insurance Company (OneBeacon Group) P-C 118,629 25,090 42,890
American Employers Ins. Company (OneBeacon Group) P-C 280,262 15,278 103,689
iNonnern Assurance 1^.0. oi America t^vjne oeacon vjroup^ p c z /,yjD 1 1 <s Q741 13,y
Mass. Homeland Ins. Co. (One Beacon Group) P ZZ4,ZJ / zz4,zj / y,j j i
OneBeacon American Ins. Co. (OneBeacon Group) T> f*r-C £oa £AOooy,oUo ac /< i n Joz, /zi
MIIA Property-Casualty Group, Inc. (Self-Insured Group) SIG 19,920 19,920 59,180
Subtotal - DOI Staffed Examinations 1,992,407 747,077 873,637
field work Completed - Report in rrocess
Commonwealth Automobile Reinsurers r\\J AU AU AU
First Allmerica Financial Life Insurance Co. LAxl 1 / j,40j Q £00 JZJ,400
Subtotal - Reports In Process y,oyz bzj,4oo
Contracted Examinations In Progress
Blue Cross Blue Shield ofMA, Inc. Premium Rating Target Exam ITXI n/a n/a n/a
Boston Old Colony Insurance Company P P !Zo,UoO SO 74"?oy, / 4j 13, /OJ
CIGNA HealthCare ofMA, Inc. Premium Rating Target Exam XTXl n/a n/a n/a
ConnectiCare ofMA, Inc. Premium RatingTarget Exam TTrl n/a _/_n/a n/a
Fallon Community Health Plan, Inc. ITrl Jot), 114 co^ 11/1JOD,l 14 o4,4Ui
Fallon Community Health Plan, Inc. Premium Rating Target Exam TTrl n/a n/a n/a
Fallon Health & Life Assurance Company TL IZy zzy "5 A 1
A
i,42U
xiarvaru r lignm rieaitn L-are ^rlUrlr oroupj TTxl 1 1 C. T 7AOi,iM,zuy 1 1^1 OAA1,1 j i,zuy 1 /f A 1 A141), loU
Pilgrim Health Care (HCHP Group) H 912,593 912,593 112.033
Liberty Mutual Insurance Co. Target Examination P-C n/a n/a n/a
Liberty Mutual Fire Insurance Co. Target Examination n/a n/a n/a
kjus. xiearin r lan oi ivi_a., inc. TTH ii T7 < 1 1 ~>i^ 1 7 171,513
One Health Plan ofMA, Inc. Premium Rating Target Exam TTxl n/a niln/a n/a
Tufts Associated HMO, Inc. Premium Rating Target Exam TTXl n/a n/a n/a
Subtotal - Contract Exams in Progress "7 TOO IOa JJ5.1 14
Field W ork Completed - Report in Process - Contracted
Arbella Mutual Insurance Co. (Arbella Group) p r" /I £A O/CA /I £A 1 1 7 A7zli.Uiz
ATDcua rroiecuon insurance v^o. {ATuena oroupj P c 1 7A<;1 JJ,JVJ izo,izy io.ozy
Aioeiia lnaemniiy insurance \^o. ^Aroeiia vjrroup^ P C 1 1 o^^1 1 ,yj j 1 11 l.zii
Arbella Life & Health Insurance Co. (Arbella Group) P-C 4,310 4,310 5,550
Commonwealth Mutual Insurance Co. (Arbella Group) P-C 27,463 27,463 5,500
Commonwealth Reinsurance Co. (Arbella Group) P-C 7,125
ProSelect Insurance Co. Target Examination P-C n/a n/a n'a
Medical Professional Mutual Ins. Co. Target Exam P-C n/a n/a n/a
Subtotal 659,893 628.015 281.069
Total - DOI and Contracted Examinations $5,617,229 $4,109,884 $2,013,286
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Market Conduct
The Market Conduct section is responsible for: (1) monitoring the
compliance of domestic and foreign licensed entities with Massachusetts
insurance laws and regulations; (2) conducting and supervising market
conduct examinations; (3) ensuring that settlements of insurance class action
lawsuits are implemented in fairness to consumers; and (4) participation in
National Association of Insurance Commissioners (NAIC) market conduct
working groups.
In 2002, the Market Conduct section was reorganized and brought under the
supervision of the Financial Examination section in consideration of the
interaction between insurer internal controls and compliance and insurer
financial results. The activities of the Market Conduct section in 2002
included:
• Soliciting input from industry and consumer groups towards the
reorganization of the Market Conduct section and the implementation of
new internal practices and procedures governing market conduct
examinations;
• Initiation of targeted market conduct examinations of seven domestic life
insurers concerning Insurance Marketplace Standards Association
certification, one domestic life insurer concerning advertising compliance
and nine health maintenance organizations concerning accreditation
requirements;
• Participation in three regulatory settlement agreements involving class
action lawsuits for alleged race-based underwriting as well as ongoing
outreach to potential Massachusetts members of one class action lawsuit
concerning alleged racial discrimination in the sale of certain life
insurance policies;
• Continued participation as a member of the NAIC Holocaust
Commission Task Force.
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Special Investigations & Enforcement
The Special Investigations staff pursues allegations of misconduct by
Division licensees including agents, brokers, advisors, adjusters, insurance
companies and health maintenance organizations. These investigations
include the review of documented evidence supporting allegations of unfair
methods of competition, unfair and deceptive acts or trade practices and
other violations of insurance law and regulations. Referrals come from the
general public, other state and federal investigative and prosecutorial
agencies as well as other sections within the Division of Insurance.
Enforcement actions include letters of reprimand, cease and desist orders,
the establishment of compliance programs, license sanctions such as
revocation or suspension and the imposition of civil fines or assessments
through negotiated settlements or administrative hearings. Special
Investigators or enforcement counsel make referrals to agencies of the
federal and state government and report evidence of criminal activity to the
appropriate law enforcement authority. Enforcement actions are reported to
the National Association of Insurance Commissioners Regulatory
Information Retrieval System and posted on the Division's website.
For calendar year 2002, Special Investigations and Enforcement:
• Opened 581 cases;
• Closed 561 cases, resulting in $608,097 in fines and assessments and
$1,257,729 in restitution;
• Revoked 48 licenses and issued 230 cease and desist orders;
• Referred 375 cases for enforcement action.
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Consumer Service
The Consumer Service staff responds to inquiries and assists consumers in
resolving complaints against insurers, agents, brokers and other licensees. In
addition to providing consumers with general insurance information,
Consumer Service also advises consumers of their options and rights under
their policies, state laws and regulations. In 2002, the staff resolved 1,812
written complaints and recovered $1,676,868 for consumers.
Consumer Service maintains a database that lists complaints and inquiries
received. The complaint log may indicate patterns of unfair or deceptive
insurance practices by an agent, broker, insurance company or other
licensee. When appropriate, information is referred to Special Investigations
& Enforcement for further action. "Slow pay" patterns and other
questionable industry trends are brought to the attention of the Division's
Financial Surveillance staff, as these may be early indicators of liquidity or
solvency problems.
2002 Activity
Month Contacts Phone Cases Internet Recovery
January 1,256 1,033 220 3 $ 65,144
February 3,010 2,736 265 9 $ 77,650
March 3,013 2,707 292 14 $ 91,319
April 2,827 2,515 301 11 $ 184,876
May 2,705 2,456 242 7 $ 125,961
June 2,590 2,322 264 4 $ 52,713
July 2,601 2,334 250 17 $ 41,503
August 2,737 2,481 250 6 $ 563,307
September 6,177 5,964 203 10 $ 58,290
October 5,135 4,835 294 6 $ 63,495
November 3,815 3,596 213 6 $ 244,237
December 3,445 3,275 170 $ 107,847
Quarterly Adjustments $ 526
Total 39,311 36,254 2,964 93 $1,676,868
Contacts: all phone calls, letters and other communication with consumers received by Consumer Service.
Phone: all phone calls received by Consumer Service.
Cases: all consumer issues that are actively pursued by Consumer Service.
Internet: cases and inquiries received via the internet.
Recovery: the total amount ofmoney received by consumers who have requested intervention.
2002 Annual Report
Division of Insurance 8
Board ofAppeal on Motor Vehicle
Liability Policies & Bonds
Massachusetts General Law Chapter 26 section 8A established the Board of
Appeal to hear appeals of motor vehicle accident surcharges issued in
accordance with the Massachusetts Safe Driver Insurance Plan (SDIP),
decisions of the Registrar of Motor Vehicles and automobile insurance
cancellations.
The SDIP is mandated by state law to establish classifications of risks to
reflect the driving records of insureds and adjust premiums based in part on
the predictive value of past driving experience. The SDIP encourages safe
driving by rewarding drivers who do not cause accidents, incur traffic law
violations or have property damage claims with a credit to their automobile
insurance premiums, and discourages unsafe driving by requiring high-risk
drivers to pay a greater share of insurance costs. A three-member panel,
consisting of representatives of the Registrar of Motor Vehicles, the
Attorney General and the Commissioner of Insurance, conducts appeals
from actions of the Registrar of Motor Vehicles. These appeals reflect
license suspensions ranging in duration from thirty days to lifetime
suspensions.
In 2002 the Board of Appeal conducted:
• 44,704 appeals of Safe Driver Insurance Plan (SDIP) surcharges;
• 4,367 appeals of Registrar of Motor Vehicles actions and;
• 123 appeals of automobile insurance cancellations.
In 2002 the Board of Appeal generated revenues of:
• $1,105,875 from surcharge appeals filed;
• $ 1 63,225 from Registrar of Motor Vehicles appeals filed and;
• $1,352 from record certification fees.
$1,270,452 Total Revenue for 2002
2002 Annual Report
Division of Insurance 9
State Rating Bureau
The State Rating Bureau (SRB) serves as a consumer representative in
hearings on the appropriateness of rates filed by auto, workers'
compensation and health insurance carriers, including Blue Cross and Blue
Shield of Massachusetts. The SRB reviews life, health (including Medicare
Supplement), property, liability insurance policies and rates, as well as
health maintenance organizations and preferred provider arrangement
applications for compliance with applicable laws and regulations. The SRB
also provides technical advice to the Commissioner on oversight of the auto,
workers' compensation, health and other insurance markets.
Following is a summary of the SRB's major activities and accomplishments
in the course of carrying out its responsibilities in 2002:
Private Passenger Automobile
• Participated in the annual private passenger automobile rate insurance
hearings that included: stipulations in the biennial territorial classification
docket and in the cost containment docket, which resulted in a -0.0375
adjustment to the overall rate. The Commissioner's decision in the case
resulted in a 2.7% average increase to the overall rate from 2002 to 2003,
representing a reduction of approximately $ 1 94 million in premium from
the rates filed by the automobile insurance industry.
• Participated in hearings regarding private passenger automobile
insurance rate deviations sought under M.G.L. c. 175, section 113B,
popularly known as "safe driver discounts".
• Reviewed and approved 1,829 auto insurance group marketing discounts
off of 2002 rates under M.G.L. c. 175, section 193R, which are available
to more than three million eligible members. Disapproved 41 requests.
• Convened a task force to examine prospects for introducing competition
in the private passenger automobile insurance market.
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Workers 9 Compensation
• Reviewed, amended and subsequently approved the Workers'
Compensation Rating and Inspection Bureau's (WCRIB) amendments to:
its Constitution relative to resignations; the servicing carrier fee; the Pool
Plan, Procedures Manual, and Application; its filing regarding the
exclusion of certain 9/1 1/01 -related compensation claims from the
Massachusetts Experience Rating Plan; rules regarding the premium
charges for sole proprietors who elect coverage for themselves under a
new statute; and endorsements and other materials regarding "limited
other states coverages".
• Worked with ManagedComp, Inc. and First Cardinal Corporation to
transfer four workers' compensation self-insurance groups under
ManagedComp 's management to First Cardinal.
Health
• Implemented regulation for specified disease insurance including strict
disclosure and benefit requirements while permitting the sale beginning
January 2003 of individual products that have not been sold in the
Commonwealth since the 1 980s.
• Implemented amendments to the managed care and HMO licensing
regulations to clarify provisions associated with accreditation procedures.
Completed renewal accreditation for 48 companies and licensure for 12
Health Maintenance Organizations. Concentrated efforts on improving
provider directories and conducting on-site review of carrier's managed
behavioral health systems.
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Policy Form and Rate Review
• Completed the review of 5,832 life and property & casualty insurance
rate and form filings.
• Met with representatives of the insurance industry and associated
industries to address issues raised with the enactment of the federal
Terrorism Risk Insurance Act of 2002. Issued Bulletin 02-18 regarding
state filing requirements for terrorism endorsements pursuant to the
Terrorism Risk Insurance Act of 2002.
• Provided guidance to property and casualty insurers on required
minimum coverages for toxic mold and sexual abuse and molestation.
• Worked with the NAIC to develop uniform standards for policy form
filing of individual flexible deferred annuity products under the
Consolidated Advertising Rate & Form Review Authority (CARFRA).
• During calendar year 2002, policy form filing fees generated income of
$314,030 and rate form filing fees generated income of $247,725 for total
revenues of $561,755.
Other Property & Casualty
• Completed annual report examining the state of the homeowner
insurance market as required by Chapter 93 of the Acts of 1996.
• Reviewed proposed rates submitted by the Massachusetts Property
Insurance Underwriting Association (MPIUA also known as the FAIR
Plan) for homeowner insurance. Negotiated rate increase of 1 .92% with
MPIUA and entered into a stipulated agreement that was approved by the
Commissioner.
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Administration
The Administration section carries out a variety of functions relating to the
Division's internal operations. Working closely with the Administrative
Services Unit of the Office of Consumer Affairs & Business Regulation, the
Administration section implements spending and hiring plans, purchases
commodities and services, processes accounts receivables and billables,
provides general operational functions to the Division and ensures employee
security in a safe physical plant.
In fiscal year 2002, the Administration section collected $55,974,612 in
revenue for the Commonwealth's General Fund and other funds and
administered an operational budget of $10,446,621. The Administration
section's accomplishments during fiscal year 2002 included:
• The design and implementation of new security procedures for the
Division's offices at One South Station, including employee evacuation,
mail handling, bomb threat procedures and the coordination of employee
traumatic incident counseling services.
• The Administration section worked closely with the Agent & Broker
Licensing and Management Information Systems sections to improve the
functionality of the online agent appointment renewal system, a project
that earned participants a Commonwealth Performance Recognition
Award.
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Hearings & Appeals
The Commissioner of Insurance, as administrator of the insurance laws,
must conduct hearings on a wide range of issues, including statewide
insurance rate cases, actions taken by the Division against its licensees and
administrative appeals, including those from decisions of the residual market
entities overseen by the Commissioner. These matters significantly affect
Massachusetts consumers and businesses and are the top priority of the
Hearings & Appeals staff. The administrative hearing process offers a
flexible alternative to litigation and allows participants to benefit from the
Commissioner's expertise.
In 2002, more than one hundred hearings were held at locations in Boston,
Brockton and Lowell. Rate hearings were held for private passenger
automobile insurance, individual insurers' applications to deviate from fixed
and established private passenger automobile rates, commercial automobile
insurance, homeowners insurance available through the FAIR Plan and
Medicare supplement insurance. In related matters, the Division held
informational hearings on the Massachusetts market for Medicare
supplement insurance and conducted hearings on proposed regulatory
changes with the goal of fostering a healthy, competitive insurance
marketplace.
Hearings and Appeals staff maintains all official records of cases before the
Division, issues notices of public hearings and ensures prompt public access
to records, many of which may now be obtained at the Division's website.
The Docket Clerk provides assistance to consumers and industry
representatives who have questions regarding cases or who wish to conduct
in-house reviews of case records.
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Office ofthe General Counsel
The Office of the General Counsel provides legal support and advice to the
Commissioner, Division staff, consumers, executive and legislative branch
members and others with interest in the Massachusetts insurance
marketplace. Attorneys research and draft bulletins, regulations and
interpretative letters on Massachusetts insurance law. Staff counsel analyzes
insurance-related legislation and frequently serve as hearing officers in
administrative proceedings. Attorneys are required to possess general
knowledge of laws impacting insurance and related areas, including the
Massachusetts Administrative Procedures Act and Public Records Law.
In 2002, members of the Office of the General Counsel worked on a variety
of insurance company transactions, including acquisitions, asset allocations
and reorganizations. Staff assisted in the implementation of new policy on
emerging issues, including licensing requirements, electronic commerce
matters, solvency matters and federal involvement in the financial services
industry. Attorneys also work closely on the defense of various actions in
state and federal courts in conjunction with the Office of the Attorney
General.
Members of the Office of the General Counsel also serve as appointees by
the Commissioner to an advisory committee that reviews all applications for
written consent to engage or participate in the business of insurance under
the provisions of the federal Violent Crime Control and Law Enforcement
Act of 1994, 18U.S.C. §1033.
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Management Information Systems
The Management Information Systems (MIS) section provides technical
service and support to all sections of the Division. The staff is responsible
for day-to-day operations of the Division's telecommunications system,
local area network, desktop PCs, licensing applications and data connections
to MAGNet, the Commonwealth's mainframe, as well as the private data
circuit to the National Association of Insurance Commissioners.
In 2002, MIS special projects and progress included:
• Implementation of significant changes to the Division's licensing
database (CLARIS) and the online renewal appointment website (ARE)
as part of the Uniform Producer Licensing project. MIS staff and
consultants also developed a new online system to be utilized by insurers
to appoint insurance agents and brokers. By the close of the calendar
year, the project team had conducted a functional analysis, drafted a
functional specifications document, and begun the software design for
both of these major initiatives;
• Assisting the State Rating Bureau's Policy Form & Rate Review section
with linking to and accessing the NAIC's System for Electronic Rate and
Form Filing (SERFF), designed for insurance regulators to improve the
efficiency of the rate and form filing and approval process;
• Procurement and implementation of a new telecommunications system
that more effectively manages and directs the 15,000 monthly inbound
telephone calls received by the Division and provides managers with
phone training and call reporting tools.
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Agents & Brokers Licensing
The Agents & Brokers Licensing section issues licenses to qualified
individuals, corporations, limited liability companies, partnerships and
qualified Motor Clubs as agents, brokers, advisers, surplus lines brokers,
public adjusters, reinsurance intermediaries, viatical settlement brokers and
viatical settlement representatives.
Responsibilities of the Agent & Brokers Licensing section include:
• Review and processing of all new and renewal applications;
• Processing of all letters of certification and clearance letters;
• Examination of all licensing records and documents to ensure compliance
with applicable Massachusetts General Laws, regulations and agency
guidelines;
• Maintaining the Division's licensing database, testing and implementing
the new electronic agent renewal website and;
• Responding to approximately 5,000 licensing inquiries per month from
insurers, licensees and consumers.
During 2002, the Division issued fifteen licenses to banks, allowing for the
sale of insurance products. There are currently over 213,000 active agent
licenses (individual and corporate) and 20,600 active broker (individual and
corporate) licenses in the Commonwealth. Fiscal year 2002 licensing
activity generated $6,503,557 in revenue for the Commonwealth's General
Fund.
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Automobile Damage Appraiser Board
Housed within the Division of Insurance but not reporting to the
Commissioner of Insurance, the Automobile Damage Appraiser Licensing
Board is responsible for the regulation of motor vehicle damage appraisers
in Massachusetts. The Governor appoints four of five Board members. The
fifth member is appointed by the Commissioner of Insurance and serves as
the Board's chair. The Board institutes and maintains standards for the
conduct of motor vehicle damage appraisers. It conducts licensing
examinations, processes applications and issues and renews licenses. Its
members can suspend, cancel and revoke licenses following a hearing
process that may result from complaints that are brought before the Board.
The Board sets licensing eligibility requirements, approves training
programs and establishes license revocation guidelines.
In 2002, the Board and staff issued 181 new appraiser licenses and renewed
4,861 licenses. No licenses were suspended and none were revoked. As of
December 31, 2002, there were 5,042 licensed Motor Vehicle Damage
Appraisers in the Commonwealth.
2002 Annual Report
Division of Insurance 18
Acts, Regulations & Bulletins
Note: The summaries provided in these sections should not be interpreted
as the Division's formal legal interpretation or recommendation nor are the
summaries inclusive of all aspects of any laws enacted, regulations
promulgated or bulletins issued in 2002.
Acts
Chapter 5 of the Acts of 2002
An Act Relative to Group Marketing Plans
Chapter 5 waives the 35% participation requirement under M.G.L. c. 175,
section 193R for all group-marketing plans approved and in effect during
2001. This law is necessary in order to ensure that group marketing plan
participants experience uninterrupted access to private passenger automobile
insurance through their groups.
Chapter 36 of the Acts of 2002
An Act Authorizing Certain Military Personnel to Receive Group
Insurance Discounts
Chapter 36 extends the availability of group-marketing plans to those
persons who become policyholders of the insurer while engaged in military
service.
Chapter 49 of the Acts of 2002
An Act Providing Equitable Coverage of Services under Health Plans
Chapter 49 requires accident and sickness policies, individual and group
hospital service plans, group medical service agreements, and group health
maintenance organization contracts to provide coverage for hormone
replacement therapy and outpatient contraceptive services at the same level
of coverage of other outpatient services. Exceptions are granted under the
Act to church-controlled employers.
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Chapter 106 of the Acts of 2002
An Act Relative to the Licensing of Insurance Producers
Chapter 106 amends all existing statutes that relate to the licensing of
insurance producers (agents and brokers). It simplifies and organizes the
statutory language to improve efficiency, permit the use of new technology
and reduce costs associated with issuing and renewing insurance licenses.
Chapter 106 is based on a model law drafted by the National Association of
Insurance Commissioners, which was produced in an effort to preserve the
authority of the states to license insurance producers, while complying with
the requirements of the Gramm-Leach-Bliley Act, a federal law enacted in
1999.
Chapter 138 of the Acts of 2002
An Act Relative to Fraudulent Insurance Claims
Chapter 138 increases fines and imposes a state prison sentencing option of
up to five years for certain insurance fraud convictions.
Chapter 162 of the Acts of 2002
An Act Relative to the Insurers Insolvency Fund
Chapter 162 amends the M.G.L. Chapter 175D, section 1 definition of net
direct written premiums as it applies to the insurers insolvency fund to
include workers' compensation policies in an amount equal to standard
premiums plus any applicable all risk adjustment program amounts.
Chapter 169 of the Acts of 2002
An Act Relative to Workers' Compensation Coverage for Sole
Proprietors, Partnerships and Corporate Officers
Chapter 169 permits sole proprietors and partners in partnerships to
purchase workers' compensation coverage for themselves as well as for
their employees. It remains an option for sole proprietors to purchase
(less expensive) workers' compensation policies that will cover only their
employees. As of the same date, officers or directors of a corporation
have the option to waive their rights to coverage under the workers'
compensation laws if each officer or director owns at least 25% of the
corporation.
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Chapter 211 of the Acts of 2002
An Act Relative to Liquor Liability Insurance
Chapter 2 1 1 repeals provisions that would have caused the expiration of the
statute controlling the existence and operation of the Liquor Liability Joint
Underwriting Association of Massachusetts as of December 31, 2004.
Chapter 232 of the Acts of 2002
An Act Further Regulating Motor Vehicle Rental Agreements
Chapter 232 allows automobile rental companies that rent private passenger
and other non-commercial automobiles to sell non-compulsory insurance
coverage without an agent or broker license from the Division of Insurance.
Chapter 232 also clarifies that the "collision damage waiver" offered by
automobile rental companies within the Commonwealth is not insurance.
Chapter 257 of the Acts of 2002
An Act Providing for Insurance Coverage of Certain Clinical Trials
Chapter 257 requires all insured contracts to cover and reimburse the cost of
patient care services provided through a qualified clinical trial intended to
treat cancer to the same extent as would be covered and reimbursed if patient
care services were not received in a qualified clinical trial.
Chapter 279 of the Acts of 2002
An Act Relative to Insurance Assessments
Chapter 279 clarifies that all workers' compensation insurers writing
business in the Commonwealth are required to pay State Rating Bureau
assessments on the basis of direct written premium regardless of an insurer's
membership, or lack thereof, in the Workers' Compensation Rating and
Inspection Bureau. Chapter 279 further specifies that all workers'
compensation insurers and all private passenger automobile insurers writing
business in the Commonwealth be assessed for the operation of the fraud
prevention unit within the Office of the Attorney General.
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Chapter 294 of the Acts of 2002
An Act Relative to Dental and Vision Care Services
Chapter 294 exempts dental and vision products from the annual
accreditation process as well as other requirements of M.G.L. Chapter 1 760
created under Chapter 141 of the Acts of 2000. Chapter 294 also creates an
advisory committee and requires that committee to make recommendations
to the General Court by October 1, 2004 as to the continuance of the
exemption for dental and vision products after December 31, 2005.
Chapter 314 of the Acts of 2002
An Act Further Regulating the Licensing of Public Insurance Adjusters
Chapter 314 enhances the regulatory authority over public insurance
adjusters by requiring the completion of 15 hours of approved continuing
education in order to be eligible to renew a three year license and to require
two years of experience in adjusting property insurance losses as a
requirement for eligibility to take the licensing examination. Chapter 314
also requires public insurance adjusters to use a contract containing a
proviso that the contract may be cancelled without expense to the insured
within three calendar days of the contract's creation.
Chapter 426 of the Acts of 2002
An Act Relative to Certain Group Life Insurance
Chapter 426 expands the type of groups to whom group life insurance and
annuities may be marketed. Chapter 426 allows group insurance policies
and group annuities to be issued to "discretionary groups" as long as the
issuance is not contrary to the public interest, would result in economies of
acquisition or administration, and contains benefits, which are reasonable in
relation to the premiums charged.
Chapter 438 of the Acts of 2002
An Act Making Corrective Changes in Certain General and Special
Laws
Chapter 438 makes technical corrections to insurance statutes mandating
health insurance coverage for speech, language and hearing disorders as well
as human leukocyte antigen testing.
2002 Annual Report
Division of Insurance 22
Chapter 454 of the Acts of 2002
An Act Relative to Credit Unions
Chapter 454 permits credit unions to sell insurance products and authorizes
the Commissioner of Insurance to license state and federally chartered credit
unions as insurance producers.
Chapter 485 of the Acts of 2002
An Act Relative to Group Marketing Plans
Chapter 485 waives the 35% participation requirement under M.G.L. c. 175,
section 193R for all group-marketing plans approved and in effect during
2002. This law is necessary in order to ensure that group marketing plan
participants experience uninterrupted access to private passenger automobile
insurance through their groups.
Amended Regulations
211 CMR 41.00, Nongroup Health Insurance Rate and Policy Form
Filings, Review and Hearing Procedures
This regulation was amended to incorporate technical changes regarding
Adjusted Composite Rate Worksheets at 211 CMR 41.98 and to define the
term "Health Plan" at 211 CMR 41.02. These changes were required to
make text more consistent and readable and to conform to certain sections of
Chapter 141 of the Acts of 2000 that took effect November 1, 2001,
following the promulgation of the most recent version of 21 1 CMR 41 .00.
211 CMR 52.00, Managed Care Consumer Protection and Accreditation
of Carriers
This regulation was amended to permit the standards of the American
Accreditation HealthCare Commission (URAC) to be used in considering
deemed accreditation of health plans. 211 CMR 52.00 was also amended to
align the deadlines for filing submissions with the deadlines for filing
submissions required for Health Maintenance Organizations under 21 1 CMR
43.00.
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211 CMR 71.00, Medicare Supplement Insurance and Evidences of
Coverage issued pursuant to a risk or cost contract - to facilitate the
implementation of M.G.L. Chapter 176K and the federal Social Security
Act amendments of 1994
This regulation was amended twice in 2002 to: (1) conform to new federal
requirements for guarantee issue periods; eligibility; and payment rates as
outlined by amendments to the National Association of Insurance
Commissioners (NAIC) model regulation for Medicare Supplement
insurance adopted on June 12, 2000; (2) require coverage under Chapter 80
of the Acts of 2000, An Act Relative to Mental Health Benefits; (3) provide
further guidance for actuarial forms associated with refund calculations; (4)
incorporate technical changes required by Chapter 49 of the Acts of 2002;
(5) make technical citation and formatting changes to revisions promulgated
in February and; (6) update tables to reflect current Medicare deductible and
cost-sharing levels.
211 CMR 94.00, Mandatory Pre-Insurance Inspection of Private
Passenger Motor Vehicles
This regulation was amended to expand the circumstances in which an
insurer may waive pre-insurance inspections, increase the period of time in
which a pre-insurance inspection may be deferred and permit insurers to
furnish a list of inspection sites to applicants for insurance by telephone or
electronic access.
Bulletins
Bulletin 2002-01
This bulletin reminds Massachusetts private passenger automobile insurers
that Massachusetts insurance law does not require that a person have a
Massachusetts driver's license in order to purchase private passenger
automobile insurance. Insurers may not refuse to issue policies solely
because no driver listed on an application has a Massachusetts driver's
license.
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Bulletin 2002-02
This bulletin informs insurers that the U.S. Secretary of Health and Human
Services declared the month of December 2001 to be a Special Enrollment
Period based on exceptional circumstances. As such, the Division reminded
carriers that they were required to participate in a required open enrollment
period to offer special enrollment rights to certain Medicare beneficiaries for
a certain period of time. Additionally, the Division authorized insurers to
withhold certain guaranteed issue rights under M.G.L. c. 176K, the Medicare
Supplemental Insurance law, with respect to certain Medicare beneficiaries
who seek to enroll later than the deadline set by the federal government.
Bulletin 2002-03
This bulletin informs insurers that Massachusetts residents who had
coverage underwritten by an unlicensed health insurance company may
nevertheless avoid pre-existing condition limitations under "portability"
provisions of M.G.L. c. 176M ("Nongroup Health Insurance"), M.G.L. c.
176J ("Small Group Health Insurance") and M.G.L. c. 176N.
Bulletin 2002-04
This bulletin, issued jointly by the Commissioner of Insurance and the
Commissioner of Public Health, clarifies the procedures that carriers must
follow, under M.G.L. c. 1760, when an insured is hospitalized. The
clarified requirements relate to carriers' obligations to give notice and to
guarantee appeal rights to patients and their health care professionals with
regard to approvals and disapprovals of heath care services.
Bulletin 2002-05
This bulletin, issued jointly by the Commissioner of Insurance and the
Commissioner of Public Health, clarifies the procedures that carriers must
follow, under M.G.L. c. 1760, when asking insureds to agree to waive or
extend time limits regarding appeals and grievances. Carriers are directed to
ensure that any agreements that extend the deadlines for insurers to render
decisions to resolve internal appeals and grievances contain written, specific
information that ensures that insureds are fully aware of their rights and the
consequences of waiving those rights.
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Bulletin 2002-06
This bulletin informs carriers that the mandated benefit for early intervention
was amended by Chapter 203 of the Acts of 2001 to authorize "early
intervention specialists" who follow "operational standards" established by
the Department of Public Health to deliver occupational, physical and
speech therapy and nursing care and psychological counseling services.
Previously, such services were to be provided by "persons licensed under the
provisions of M.G.L. c 1 12.
Bulletin 2002-07
This bulletin, issued jointly by the Commissioner of Insurance and the
Commissioner of Public Health, reminds carriers to provide coverage for
and adequate access to appropriate behavioral health services to all insureds
under both the Mental Health Parity law and the Managed Care law.
Bulletin 2002-08
This bulletin provides new and updated information concerning the renewal
of individual broker licenses, continuing education requirements for agents
and brokers, licensing of corporations and licensing of surplus lines brokers.
Bulletin 2002-09
This bulletin informs carriers of the enactment of Chapter 49 of the Acts of
2002, which guarantees that insurance plans that already cover outpatient
services or prescription drugs and devices shall provide hormone
replacement therapy services for peri and post-menopausal women and
outpatient contraceptive services, prescription drugs or devices under the
same terms and conditions as for such other outpatient services, prescription
drugs or devices.
Bulletin 2002-10
This bulletin advises private passenger automobile insurers of their
responsibility to complete the reprogramming of systems by August 15,
2002 in order to accommodate changes to 21 1 CMR 94.00, which addresses
mandatory pre-insurance inspections of private passenger motor vehicles.
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Bulletin 2002-11
This bulletin reminds individuals and corporations licensed to sell health
insurance that the marketing and sale of so-called "health plans" offered by
entities not licensed to conduct insurance business in Massachusetts may
subject Division of Insurance licensees to license suspension or revocation;
monetary penalties; and liability for unpaid claims.
Bulletin 2002-12
This bulletin informs carriers of the enactment of Chapter 249 of the Acts of
2002, which exempts policies that provide coverage solely for dental care
services or vision care services from the Managed Care Accreditation
requirements ofM.G.L. 1760.
Bulletin 2002-13
This bulletin informs carriers of the enactment of Chapter 257 of the Acts of
2002, effective for new policies and policy renewals on January 1, 2003.
The law adds health insurance statutes and mandates coverage for patient
care service furnished pursuant to qualified clinical trials to the same extent
as they would be covered and reimbursed if the patient did not receive care
in a qualified clinical trial. The term "patient care service" is defined and
standards are set to qualify clinical trials for equitable coverage.
Bulletin 2002-14
This bulletin informs Medicare managed care plans of a required special
open enrollment to be held between October 1, 2002 and December 15, 2002
for certain Medicare beneficiaries whose coverage was terminated due to
terminated contracts between the federal Centers for Medicare and Medicaid
Services and certain health plans for coverage in specified areas.
Bulletin 2002-15
This bulletin informs commercial health insurers, health maintenance
organizations and Blue Cross and Blue Shield of Massachusetts that they
must provide to those eligible for Medicare pursuant to 21 1 CMR 42.09(4)
and 21 1 CMR 71.13(2)(d)4 a copy of the Massachusetts Addendum to the
"2002 Guide to Health Insurance for People with Medicare". The bulletin
was issued with a sample copy of the Massachusetts Addendum.
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Bulletin 2002-16
No bulletin issued.
Bulletin 2002-17
No bulletin issued.
Bulletin 2001-18
This bulletin informs all property and casualty insurers writing commercial
lines insurance products of the Massachusetts form and rate filing
requirements and procedures under the federal Terrorism Risk Insurance Act
of2002.
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